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OATH OR AFFiRMATION

Scott Robinson swear or affirm that to
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classified solely as that of customer except as follows
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INDEPENDENT AUDITORS REPORT

To the Members

Cypress Alts LLC

Louisville Kentucky

We have audited the accompanying statement of financial condition of Cypress Alts LLC as of December

31 2010 and 2009 and the related statements of operations changes in members equity and cash flows

for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities and Exchange Act

of 1934 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audits

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight

Board United States Those standards require that we plan and perform the audits to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

An audit also includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Cypress Alts LLC as of December 31 2010 and 2009 and the results of its operations

and its cash flows for the years then ended in conformity with accounting principles generally accepted in

the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The supplementary information as listed in the contents is presented for purposes of additional

analysis and is not required part of the basic financial statement but is supplemental information

required by rule 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected

to the auditing procedures applied in the audit of the basic financial statement and in our opinion is fairly

stated in all material respects in relation to the basic financial statements taken as whole

Louisville Kentucky

February 23 2011

2305 Hurstbourne Village Dr Suite 700 Louisville Kentucky 40299 Bus 502 491-4004 Fax 502 657-1939



CYPRESS ALTS LLC

STATEMENTS OF FINANCIAL CONDITION

December 31

2010 2009
ASSETS

Cash and cash equivalents 18554 35452
Prepaid expense 3357 1854
Deposit with clearing organization 713 732

22.624 38038

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts Payable 1630
Other accrued liabilities 6250 7917

7880 7917

Commitments contingencies and guarantees

Members EquIty 14744 30121

22.624 38.038

See accompanying independent auditors report

and notes to financial statements
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CYPRESS ALTS LLC

STATEMENTS OF OPERATIONS

For the Years Ended December 31

2010 2009

Revenues

Commissions 427438 78833

Operating Expenses
Commissions 377379
Guaranteed payments 25000 43750
Regulatory and compliance fees 21086 22879
Rent 13800
Travel and entertainment 10325 12949
Legal and accounting fees 7666 5760
Miscellaneous 2515 1253
Utilities and telephone 2137 1721
Office supplies and postage 2070 1805
Marketing and promotions 1937 982

Taxes and Licenses 955

Continuing education 945 255

465815 91354

Net Loss 38.377 12.521

See accompanying independent auditors report

and notes to financial statements
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CYPRESS ALTS LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

For the Years Ended December 31 2010 and 2009

Balance December 31 2008 42642

Net loss 12521

Balance December 31 2009 30121

Contributed Capital 23000

Net loss 38377

Balance December 31 2010 14.744

See accompanying independent auditors report

and notes to financial statements
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CYPRESS ALTS LLC

STATEMENTS OF CASH FLOWS

For the Years Ended December 31

2010 2009

Cash Flows From Operating Activities

Net loss 38377 12521
Adjustments to reconcile net income to

net cash provided by operating activities

Changes in assets and liabilities

Prepaid expenses and other 1484 480
Other accrued Itabilities 37 1802

1521 1322

Net cash used for operating activities 39898 11199

Cash Flows From Financing Activities

Contributions from members 23.000

Decrease in Cash 16898 11199

Cash beginning of year 35452 46651

Cash endof year 18.554 35.452

See accompanying independent auditors report

and notes to financial statements
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CYPRESS ALTS LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2010 and 2009

NOTE A--COMPANY ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Cypress Alts LLC the Company is presented to assist

In understanding the Companys Financial Statements The financial statements and notes are

representations of the Companys management who is responsible for the Integrity and objectivity of the

financial statements These accounting policies conform to accounting principles generally accepted in

the United States and have been consistently applied in the preparation of the Financial Statements

Nature of Oierations Cypress Alts LLC the company was formed in November 2006 in the State of

Kentucky as limited
liability company in which Cypress Holdings LLC has majority ownership The

Company operates as broker-dealer registered with Securities and Exchange Commission SEC and
is member of the Financial Industry Regulatory Authority FINRA The Company operates as an

introducing broker-dealer that is involved in the private placement of securities to accredited high-net-

worth individuals and institutions Cypress Alts LLC also offers mutual funds and unit investment trust on
an application way basis to smaller investors The Company does not market in any securities and will not

enter into contractual commitments such as underwritings or other securities related activities

The summary of significant accounting policies followed by the Company follows

Statement of Cash Flows For purposes of this statement the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents No cash was paid

for interest for the years ended December 31 2010 and 2009 For the years ended December 31 2010
and 2009 approximately $800 and $0 was paid for income taxes respectively

Revenue Recognition The Company receives commissions for referring potential investors to funds and
investment management firms and records the related revenue on trade date basis In addition the

Company earns monthly retainer fees which are non-refundable These retainers are reported as income

in the period earned For the years ended December 31 2010 and 2009 no retainer fees were earned

Use of Estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets

and liabilities at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from these estimates and such differences could

have material adverse effect on the Companys financial condition results of operations and cash flows

-6-



CYPRESS ALTS LLC

NOTES TO FINANCIAL STATEMENTS

December31 2010 and 2009

NOTE B--NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule rulel5c3-

which requires the maintenance of minimum net capital of $5000 and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to At December 31 2010
the Company had net capital of $10673 which was $5673 in excess of its required net capital The

Companys aggregate indebtedness to net capital ratio was 0.72 to 1.0 There are no material differences

between the amounts reported in Schedule and the corresponding amounts reported in the Companys
unaudited December 31 2010 Form X-17a-5 Part ilA filing on February 14 2011

NOTE C--REGULATIONS

The Company is registered as broker-dealer with the SEC The securities industry in the United States

is subject to extensive regulation under both federal and state laws The SEC is the federal agency
responsible for the administration of the federal securities laws Much of the regulation of broker-dealers

has been delegated to self-regulatory organizations such as FINRA which had been designated by the

SEC as the Companys primary regulator

These self-regulatory organizations adopt rules subject to approval by the SEC that govern the industry

and conduct periodic examinations of the Companys operations The primary purpose of these

requirements is to enhance the protection of customer assets These laws and regulatory requirements

subject the Company standards of solvency with respect to capital requirements financial reporting

requirements record keeping and business practices

NOTE D--CUSTOMER PROTECTION RULE

The company had no items reportable as customers fully paid securities not in the Companys
possession or control as of the audit date for which instructions to reduce to possession or control had

been issued as of the audit date but for which the required action was not taken by the Company within

the time frames specified under Rule 15c3-3 or for which Instructions to reduce to possession or

control has not been issued as of the audit date excluding items arising from temporary lags which result

from normal business operations as permitted under Rule 15c3-3

The company is exempt from SEC rule 15c3-3 pursuant to the exemptive provisions under sub-paragraph

k2i and therefore is not required to maintain Special Reserve Bank Account for the Exclusive

Benefit of Customers

-7-



CYPRESS ALTS LLC

NOTES TO FINANCIAL STATEMENTS--CONTINUED

December 31 2010 and 2009

NOTE E--COMMITMENTS AND CONTIGENCIES

Operating Leases The Company leases its office space under an operating lease for $1250 per month
There is an agreement between the two parties that continues through December 2011 The rent

expense for the year ended December 31 2010 was $13800 No rent was paid in 2009

NOTE F..CONCENTRATIONS OF CREDIT RISK

The Company receives its commission and fee income from customer transactions in accordance with the

provisions specified in the contractual arrangements Such provisions provide for timely payments of this

income to the Company At December 31 2010 and 2009 the company has several contractual

arrangements for commissions and fees and the income earned was concentrated in these agreements
These agreements are in force until terminated by either party with 30 to 60 day prior notice Any
termination or amendment of these agreements could have significant impact on the Companys
operations During 2010 and 2009 $427438 and $78833 respectively of fee income was earned under
these agreements

The Company and its affiliates are engaged In various trading and brokerage activities in which

counterpartles primarily include broker-dealers banks and other financial institutions In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The risk of default

depends on the creditworthiness of the counterparty or issuer of the instrument It is the Companys policy

to review as necessary the credit standing of each counterpart The economic and legal environment as

welt as the general state of the US economy may also influence the Companys business financial

condition and results of operations which in turn could have an adverse impact on the Companys
operations

NOTE GINDEMNIFICATIONS

The Company provides representations and warranties to counterparties in connection with variety of

commercial transactions and occasionally indemnifies them against potential losses caused by the breach

of those representations and warranties These indemnifications generally are standard contractual terms
and are entered into in the normal course of business The maximum potential amount of future payments
that the Company could be required to make under these indemnifications cannot be estimated However
the Company believes that it Is unlikely It will have to make material payments under these arrangements
and has not recorded any contingent liability in the financial statements for these indemnifications

-8-
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SC
Certified Public Accountants Consultants

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC

RULE 17A-5G1 FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

To the Members

Cypress Alts LLC

Louisville Kentucky

In planning and performing our audits of the financial statements of Cypress Alts LLC the Company as

of and for the years ended December 31 2010 and 2009 in accordance with standards of the Public

Companies Accounting and Oversight Board United States we considered the Companys internal

control over financial reporting as basis for designing our auditing procedures for the purpose of

expressing our opinion on the financial statements but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness and net capital under the rule 17a-3a11 and for determining compliance with

the exemptive provisions of rule 15c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit preparation of financial

statements in conformity with accounting principles generally accepted in the United States of America

Rulel7a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

-9-
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Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of control

deficiencies that adversely affects the entitys ability to initiate authorize record process or report

financial data reliably in accordance with generally accepted accounting principles such that there is more

than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures than accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2010 to meet the

SECs Objectives

This report is intended solely for the information and use of management the Securities and Exchange

Commission and other regulatory agencies which rely on rule 17a-5g under the Securities Exchange Act

of 1934 in the regulation of registered brokers and dealers and is not intended to be and should not be

used by anyone other than the specified parties

%_

Louisville KY

February 25 2011
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SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

CYPRESS ALTS LLC

As of December31 2010

NET CAPITAL

Total Members Equity Qualified for Net Capital 14744

Deductions and/or charges

Prepaid expenses 4.070

Net CapItal 10.674

Aggregate indebtedness

Other accounts payable and accrued expenses 7.880

Ratio Aggregate indebtedness to net capital 73.8%

There are no differences between the amounts reported in Schedule and the corresponding amounts

reported in the Companys unaudited December 31 2010 Form X-17a-5 Part HA
filing on February 14

2011
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